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Special purpose Royals are practically a necessity in 
all offices where there is accounting and billing 
work to be done. 


These typewriters incorporate all of the advanced fea- 
tures of the New and Greater Easy-Writing Royal in- 
cluding Improved Shift Freedom, Touch Control and 
Automatic Paper Lock. @ Because of their flexibility 
and ease of operation, Royals assure perfect typing in 
far greater volume. At the same time fatigue is reduced 


Discs 
Ley Sect TABULATORS 


These models are invaluable for all typing which requires fre- 
quent changes of column position. They are equipped with either 
5,6 or 10 decimal tabulation keys, located above the figure keys, 
readily accessible and providing greatest finger clearance. Roya! 
Decimal Tabulators are also obtainable without key set. 
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to a very minimum. The result is more careful work— 
freedom from transposition errors, so difficult to detect, 
so serious in all financial work. @ Wide carriage models 
are available up to 32 inches, taking a sheet 33 inches 
wide and writing a 31 inch line. @ Decimal tabulation 
typewriters, with all of the exclusive Royal improve- 
ments are equipped with and without a key set feature 
which permits positioning of stops from the front of the 
machine. See your nearest Royal representative or write 
for descriptive literature. No obligation. Royal Type- 
writer Company, Inc., 2 Park Avenue, New York City. 
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Especially notable is the fact that these models are equipped 
with Improved Shift Freedom. Because the type-bars alone change 
position in typing capitals, the rigid carriage structure is pos- 
sible, thus insuring perfect alignment throughout the widest 
writing line. Wide carriage Royals, also, embody the same fea- 
tures of operation as the standard models. The result is a special 
purpose typewriter easy to use, fast and convenient. 
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Lditortal Comment 


| T is in order to take note, as is done elsewhere in 

this number of THE CONTROLLER, of the change 
that was put into effect with the preparation of this 
year’s federal revenue returns—the change which 
made it possible for the chief accounting officer, 
usually the controller, to affix his signature and af- 
fidavit to the return, beneath the signature of one 
of the principal officers of the company—the presi- 
dent or vice-president. 

It was a simple change, but in spite of its simplic- 
ity it is far reaching in its effects, and beneficial to 
many interests. Usually the law and regulations are 
far—sometimes as far as twenty years—behind busi- 
ness practice. That was the case with respect to the 
practice that had prevailed, of requiring the signa- 
ture of the treasurer or assistant treasurer, in addi- 
tion to that of the president or vice-president, to a 
federal tax return. 

The government did not know that under modern 
business practice the job of preparing tax returns 
had been delegated to another officer—the control- 
ler. Thanks to the representations made by THE 
CONTROLLERS INSTITUTE OF AMERICA, to the com- 
mittees of the Congress which had in charge the 
writing of the Federal Revenue Act of 1934, at least 


one arm of the government now knows that corpora- 
tions frequently have an officer other than the treas- 
urer whose functions include the handling of ac- 
countaing and auditing, the preparation of tax 
returns, and many other duties. 

But the Congress was conservative. It just could 
not bring itself to the point of mentioning the con- 
troller. It did muster up sufficient constructive force 
to mention ‘‘the chief accounting officer.” This was 
done with the thought that companies which do not 
have an officer with the title of controller should 
not be made to feel that they should confer that 
title on some one who perhaps would not be en- 
titled to it, or worthy of it, simply for the purpose 
of signing the return. That is sound thinking. There 
are many companies without an officer with the title, 
of controller, whose vice-presidents or treasurers are 
performing the duties of a controller. THE Con- 
TROLLERS INSTITUTE OF AMERICA recognizes that 
condition, and has no quarrel with it. 

The benefits of the change with respect to the 
federal tax return are referred to in this number. 
They make the change well worth-while, from the 
point of view of the government and of corporate 
officers other than the controller. 





Auditor’s Certificate Not Needed Under Certain Conditions 68 


The Cash Budget: Financial Control, Current Working 
Capital 


Contents for April, 1935 


PAGE 
Controller's Responsibility as to Tax Returns Now Ac- 
knowledged 


PAGE 
Accurate Accounting More Essential to Business than to 
Government 
Securities and Exchange Commission’s Rules and Announce- 


Institute Activities—Communications 
Reviews of Current Business Publications 





$4.00 a year. Single copies, 50 cents each. 
not necessarily those of the Controllers Institute of America. 


VotumE III, No. 4 Copyright, 1935 





THe CoNTROLLER. Published monthly at One East Forty-second Street, New York City, by The Controllers Institute of America. Subscription, 

Advertising rate card upon application. 

for publication, but will not sbe responsible for loss in transit or otherwise. The views expressed in the various articles are those of the Authors, 
ArtHUR R. Tucker, Editor. 


Printed in U. S. A. 


The editor will be pleased to review manuscripts submitted 


April, 1935 











Controller’s Responsibility as to 
Tax Returns Now Acknowledged 


Chief Accounting Officer Permitted To Sign Tax Returns—Fed- 
eral Revenue Act of 1934, Instructions on Tax Return Form, 
Section for Signatures and Affidavits, Amended This Year. 


ITH the federal income tax 

rush about over, notice may 
now be taken of a change in the pro- 
cedure of preparing and making af- 
fidavit to, the all-important federal 
income tax return—a change which 
controllers and other chief accounting 
officers of corporations have hailed 
with satisfaction. 

On a large proportion of the federal 
revenue returns which have been filed 
during the past few weeks there ap- 
pears for the first time the signature of 
the chief accounting officer, along 
with that of one of the principal of- 
ficers of the company making the re- 
turn. 

The change was brought about by 
THE CONTROLLERS INSTITUTE OF 
AMERICA. It is a recognition of the 
chief accounting officer—usually a 
controller—that has been long de- 
layed. It is a change that should be 
beneficial from many points of view; 
from that of the government, which 
is now in a position to know who pre- 
pares a return; from the point of view 
of other corporation officials, who 
heretofore had been compelled to 
sign returns prepared by some one 
else, without that some one else also 
being permitted or compelled ta sign 
the return; and from the point of 
view of the chief accounting officer, 
whose status is thus fixed and acknow!- 


edged. 
Thus the change has much to com- 
mend it. —THE Epiror. 


“Another matter that particularly 
affects controllers is the change in the 
provision regarding the signing of tax 
returns. In the past, the signatures 
of a principal officer, either president 
or vice-president, and the treasurer or 


assistant treasurer, were required. The 
1934 Act, however, permits the chief 
accounting officer to sign the return 
instead of the treasurer or assistant 
treasurer, so that from now on you will 
probably have to sign the return and 
assume responsibility for your own 
work instead of letting the treasurer 
do it. (Section 52)” 

The above reference to the change 
in the Federal Revenue Act was made 
by Mr. Walter A. Cooper of the firm 
of Barrow, Wade, Guthrie & Com- 
pany, public accountants, in an address 
made to the New York Control of 
the Controllers Institute of America 
on February 19, 1935. 

The change in the Federal Revenue 
Act to which Mr. Cooper referred was 
made as a result of representations 
made to the committees of the House 
of Representatives and of the United 
States Senate which had this measure 
under consideration, by Major J. Cal- 
vin Shumberger, now president of The 
Controllers Institute of America, on 
various occasions, beginning in the 
fall of 1933. Several times after the 
enactment of the Federal Revenue Act 
of 1934, Major Shumberger appeared 
before officials of the Internal Reve- 
nue Department who had in charge 
the preparation of the regulations for 
administration of the Revenue Act, 
with the result that the wording of the 
instructions on the return blank, and 
the space for signature, also were al- 
tered so as to provide for the signature 
of tax returns by the principal account- 
ing officer. 

This change represents, in the eyes 
of controllers, a decided advance in 
procedure. It is now made possible 
for the man who is primarily responsi- 
ble for the preparation of income tax 


returns to take full responsibility for 
them by afixing his signature to them. 


Best Informed Man Could Not Sign 

Before this change was made it was 
necessary for a controller, after com- 
puting the many items included in a 
tax return, and preparing a return, to 
pass the return along to another officer, 
or other officers, of his corporation 
for signature. The other officers who 
were called upon to sign were often 
not in a position to have intimate 
knowledge of the many details of the 
return. 

In asking for the change in the law 
and in the regulations, Major Shum- 
berger, representing The Controllers 
Institute of America, pointed out to the 
committees of Congress and to the 
officials of the Internal Revenue 
Bureau, that the change would enable 
the Internal Revenue Bureau to place 
responsibility for the contents of a 
return directly on the man who pre- 
pared it, as well as on the higher of- 
ficials of his company. The change 
would be primarily beneficial to the 
governmental agency concerned, it 
was pointed out. This view was ac- 
cepted. 

The change, it is believed, will be 
beneficial to the accounting profession 
generally. It gives notice to the busi- 
ness world that the principal account- 
ing officer of a corporation really has 
definite responsibility for this work, 
and that he is assuming that responsi- 
bility, by his signature and affidavit 
alongside that of his president. 

It is felt that corporation officers, 
especially presidents and vice-presi- 
dents, must be relieved by the change 
which now makes it possible for the 
person who actually prepares a tax 
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AFFIDAVIT (See Instruction 50) 


67 


We, the undersigned, president (or vice-president, or other principal officer) and treasurer (or assistant treasurer, or chief ac- 
counting officer) of the corporation for which this return is made, being severally duly sworn, each for himself deposes and says 
that this return (including its accompanying schedules and statements, if any) has been examined by him and is, to the best of his 
knowledge and belief, a true, correct, and complete return, made in good faith, for the taxable year stated, pursuant to the Revenue 
Act of 1934 and the Regulations issued thereunder. 


Sworn to and subscribed before me this 





NOTARIAL 
SEAL 
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(Signature of officer administering oath) 





CORPORATE 


(Title) 





return, to sign it. This places the 
responsibility squarely on the control- 
ler or chief accounting officer. It also 
brings the president and his controller 
close together on this point. 

Similar changes with respect to 
signatures of tax returns made to 
states, municipalities and other politi- 
cal sub-divisions may well be made, in 
the opinion of controllers. The Con- 
trollers Institute of America is ad- 
dressing itself to this task and hopes 
that in the years that lie just ahead, 
such changes may be effected quite 
generally. 

Members of THE CONTROLLERS IN- 
STITUTE OF AMERICA generally have ex- 
pressed themselves as being greatly 
pleased with this forward step, which 
is directly attributable to the stand 
taken by The Controllers Institute of 
America. 

The section of the 1934 Federal 
Revenue Act (Number 52) which 
deals with this matter, reads as fol- 
lows: 


Every corporation subject to taxation 
under this title shall make a return, stat- 
ing specifically the items of its gross in- 
come and the deductions and credits 
allowed by this title. The return shall 
be sworn to by the president, vice-presi- 
dent, or other principal officer and by 
the treasurer, assistant treasurer, or chief 
accounting officer. In cases where receiv- 
ers, trustees in bankruptcy, or assignees 
are operating the property or business of 
corporations, such receivers, trustees, or 
assignees shall make returns for such 
corporations in the same manner and 
form as corporations are required to 
make returns. Any tax due on the basis 
of such returns made by receivers, trus- 
tees, or assignees shall be collected in the 
same manner as if collected from the cor- 
porations of whose business or property 
they have custody and control. 


Instructions as to Signature 
The return blank itself gives this 
instruction under the heading ‘‘Signa- 
tures and Verification’’: 
“The return shall be sworn to by the 
president, vice-president, or other princi- 


pal officer, and by the treasurer, assistant 
treasurer, or chief accounting officer. 


The portion of the return set aside 
for signatures reads as is shown in the 
affidavit form above. 





| COMMISSIONER REITER- 

| ATES OFFER OF 

| COOPERATION 

| "It makes me very happy to 

learn that your members and | 
guests found something of inter- 

est and value in the meeting. We 

are delighted to find that your | 
members are taking us at our 
word and bringing their problems 
in connection with registration to 
us. You and they should not hesi- 
tate to telephone, come here, or | 
write, whenever it is thought we 
can be at all helpful.” 

In these words Honorable 
Robert E. Healy reiterates his of- 
fer of complete cooperation be- 
tween THE CONTROLLERS INSTI- | 
TUTE and its members on one | 
hand, and the Securities and Ex- 
change Commission on the other. 
The quotation is from a letter 
from Commissioner Healy to The 
Institute, with respect to the din- 
ner meeting of controllers which 
he addressed January 31. 














(President or other principal officer) 
(State title) 


(Treasurer, Assistant Treasurer, or chief 
Accounting Officer) (State title) 








1934 CONVENTION PROCEEDINGS 
of the National Association of Railroad 
and Utilities Commissioners: State Law 
Reporting Company, New York. 500 
pages. $6. 

Proceedings of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners for 1934, mark an epoch in the 
history of public regulation of railroads 
and other public utilities. For many 
years the regulating powers of the fed- 
eral and state governments have been 
trying to bring about harmony of policy 
and action in the task of regulating the 
railroads, the electric light and power com- 
panies, the gas companies, the water 
companies, the motor omnibus companies, 
and the air transportation companies. 

Since its foundation the National As- 
sociation of Railroad and Utilities Com- 
missioners has embraced all of the State 
Commissions as well as the great trans- 
portation regulating agency of the Federal 
Government—the Interstate Commerce 
Commission. At the 1934 convention 
of the association, held in Washing- 
ton, November 12 to 15, 1934, the 
scope of its national usefulness was en- 
larged by the admission to membership 
of the Public Utilities Commission of the 
District of Columbia, the Federal Power 
Commission, and the new Federal Com- 
munications Commission. The several 
states and these federal commissions have 
joined for friendly cooperation, with the 
ultimate objective of harmonizing in the 
public interest regulation by the federal 
government and the forty-eight states. 
An effort is to be made to eliminate 
conflict between federal and state author- 
ity, heretofore the cause of expensive and 
vexatious litigation. 

The 1934 Proceedings contains illu- 
minating discussions by Federal and 
State experts of these important ques- 
tions: Regulation of motor vehicle trans- 
portation on highways in competition 
with the railroads; the Johnson Law, 
limiting the jurisdiction of the lower 
federal courts in cases involving the 
validity of state orders; valuation of 
utilities—the proper rate base, reproduc- 
tion cost, depreciation and “going con- 
cern” value; elimination of railroad 
grade crossings and the use of federal 
funds therefor. 

Perusal of the addresses and discus- 
sions of these topics will give the reader 
a liberal education on these moot ques- 
tions. 





Auditor’s Certificate Not Needed 
Under Certain Conditions 


Securities and Exchange Commissioner Replies To Question 
of Controller—Public Accountant May Accept Balances at Be- 
ginning of Period as per Accounts, But for Last Fiscal Year 
Must Make Audit—Questions Answered by ROBERT E. HEALy. 


EMBERS of THE CONTROLLERS 
INSTITUTE OF AMERICA, avail- 
ing themselves of the opportunity to 
propound questions through the In- 
stitute’s office, to the Securities and 
Exchange Commission, with respect to 
details of administration of the Securi- 
ties Exchange Act of 1934 and the 
Securities Act of 1933, have asked a 
number of questions, which are an- 
swered in this article by HONORABLE 
RoBerT E. HEALy, member of the 
Securities and Exchange Commission. 
Thirty-four questions were answered 
in the February number of this pub- 
lication; thirteen were answered in the 
March issue. The first question an- 
swered here is No. 48. Copies of the 
February and March issue are still 
available. 
This is a service by the Institute 
which has been highly commended by 
many readers. —THE EpITor. 


Some additional very interesting 
questions with respect to the details of 
administering the Securities Exchange 
Act of 1934 have been asked by mem- 
bers of THE CONTROLLERS INSTITUTE 
OF AMERICA, and have been answered 
by Honorable Robert E. Healy, mem- 
ber of the Securities and Exchange 
Commission. 

The question as to whether a cor- 
poration which is listed is obliged to 
employ outside accountants, whether 
or not it has done so in the past; and 
if so, to what extent the outside ac- 
countants are expected to verify and 
certify, was asked by one member of 
The Institute. 

This member’s question read as fol- 
lows: 


Question No. 48: 


Section 13 of the instructions in con- 
nection with Form No. 10 of the Securi- 
ties Commission provides for the certifica- 
tion of annual reports of corporations by 
outside accountants. 

Has any ruling been made by the 
Securities Commission as to what this 
means; i.e., if each corporation listed is 
obliged to employ outside accountants 
whether or not they have done so in the 
past; and if so, to what extent are the 
outside accountants expected to verify 
and certify. In other words, the examina- 
tion and verification might necessitate 
several weeks spent in order to certify 
to the correctness of the books and ac- 
counts; whereas a mere certificate to the 
effect that the annual report reflects the 
accounts as they are entered on the books 
might be made as the result of a brief 
examination of the books. 


In reply, Commissioner Healy said: 

“In answering the first part of the 
question, 7.e., if each corporation listed 
is obliged to employ outside account- 
ants whether or not they have done so 
in the past, I refer to the last paragraph 
on page 11 of the amendments to the 
instruction book for Form 10 for 
Corporations, Release No. 98, a copy 
of which is enclosed, from which it 
will be noted that the certificate re- 
quired under paragraph 14 of item 36 
need not be furnished, provided cer- 
tain conditions are met. 

“As to the second part of the ques- 
tion, 7.e., ‘To what extent are the out- 
side accountants expected to verify or 
certify, attention is directed to the 
schedules required under item 36 
which permits the independent public 
or certified public accountant to accept 
the balances at the beginning of the 
period as per accounts, but as to the 


last fiscal year ending on or after 
December 31, 1934, the accountant is 
required to prepare the statements in 
accordance with the instructions, and 
make an audit of sufficient detail to 
satisfy himself that the result of the 
transactions in the year under audit 
are correctly reflected in the financial 
statements, omitting no procedure 
which he would ordinarily employ in 
the course of a regular annual audit.” 

The last paragraph on page 11 of 
the amendments to the instruction 
book for Form 10, to which Commis- 
sioner Healy refers, reads as follows: 


“The following paragraph is hereby in- 
serted after the fourteenth full paragraph of 
the Instruction to Item 36, describing the 
accountant’s certificate required: 


“The certificate hereinabove required 
need not be furnished if all the following 
conditions are met: (1) the registrant 
has any securities temporarily registered 
on Forms 2 or 3, or any securities regis- 
tered on Form 7 which have been previ- 
ously registered on Forms 2 or 3; (2) 
the registrant's financial statements for 
its latest fiscal year ending before Decem- 
ber 31, 1934 were not certified; (3) the 
registrant shows, by application made to 
the Commission, that the furnishing of 
such certificate would cause it undue 
hardship; and (4) the registrant includes 
in its application, immediately preceding 
the signature thereto, an agreement as 
follows: 


‘The undersigned hereby agrees that 
registration pursuant to this application 
shall expire on the 90th day (or at the 
end of such longer period as the 
Commission may by order prescribe) 
after the close of its fiscal year ending 
on or after December 31, 1935, unless 
prior to such time the undersigned 
shall have filed with the Commission 
and with the exchange financial state- 
ments for such period certified by an 














independent public or independent 
certified public accountant in accord- 
ance with the Rules and Regulations 
of the Commission.’ ”’ 


Additional questions, and Commis- 
sioner Healy’s replies thereto, are pre- 
sented here: 


Question No. 49: 


Reference is made to Section 14-A of 
the Securities Exchange Act of 1934, 
with particular reference to proxies. 
Have any regulations or interpretations 
been handed down relative to that par- 
ticular Section? 


No. 


Question No. 50: 


Would it be unlawful for the secretary 
of the corporation, in sending notices of 
annual meetings, to enclose a formal 
proxy and suggest that the stockholder 
execute and return the proxy for action 
by the proxy committee, which proxy 
committee has been apointed by the 
Board of Directors, provided that the 
stockholder is unable personally to at- 
tend the meeting? 


The answer is ‘no,’ so far as the 
Securities Act and the Securities Ex- 
change Act are concerned, pending 
writing of regulations on the subject 
of proxies. 


Question No. 51: 


An existing New York corporation, 
with authorized capital stock consisting 
of no par value shares, with shares listed 
on the New York Stock Exchange and 
temporarily registered, desirous of in- 
creasing its shares and designating the 
increased number of shares as either par 
or no par value shares, would be inter- 
ested in knowing: 

1. In relation to the act, what would 
be the status and requirements affecting 
the increased issue in relation to its 
present temporary registration? 

2. Would the present and increased 
issue have to be registered as an entirely 
new issue, or would such registration 
affect only the proposed increase? 


The answer would depend on the 
precise manner and extent of the 
change involved. In some cases an 
amendment to the application for tem- 
porary registration will suffice; in 
others new registration is necessary. 
On submission of the relevant facts 
concerning an actually proposed trans- 
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action in a specified security the gen- 
eral counsel of the commission will 
be glad to render an opinion. 


Question No. 52: 


With reference to Rule KCl, where re- 
ports and financial statements are issued 
to officers and members of the Board of 
Directors, some of whom are stockhold- 
ers of the corporation, each month solely 
for management purposes, is it necessary 
that the issuer mail to the Exchange and 
in triplicate to the Commission copies of 
those reports and financial statements at 
the time they are made available? 


No. Rule KCI has been amended 
as per enclosed copy. I enclose for 
your information a copy of regulations 
as to permanent registration and 
amendments to instruction book for 
Form 10 for corporations, which was 
released on February 14 under Re- 
lease No. 98 as amended by Release 
No. 100. 


(Note: Copies may be obtained from 
the Commission). 


Question No. 53: 


A member of this Institute has read 
in some newspaper an item which con- 
veyed the impression to him that some 
form would have to be filed by his com- 
pany on or before April 1, 1935, in order 
to take the preliminary steps for registra- 
tion of his corporation’s securities. This 
gentleman is under the impression that 
some regulations to that effect have been 
issued. 

It will be appreciated if you will let 
me know whether any such regulations 
have been issued, and if so, let me have 
a copy of them, together with any addi- 
tional information that you can give. 


I think that the notice which you 
have in mind is that which was sent 
by the New York Stock Exchange to 
the companies whose securities are 
listed on the Exchange. The Ex- 
change has urged companies to file 
their applications with it by April 1. 
This request does not, of course, have 
the force of a rule of the commission. 
On the other hand, it is the hope of 
the commission that issuers will co- 
operate fully with the exchanges in 
order to avoid delay. 

I enclose, for your information, a 
copy of a letter recently addressed by 
Mr. Montgomery, Director of the 
Registration Division, to all national 
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securities exchanges, which explains 
certain advantages to be gained by 
filing applications within 93 days after 
the conclusion of the fiscal year. In 
the case of the majority of corporations 
this will, of course, be a date close to 
April 1. 

The letter written by Mr. Mont- 
gomery to national securities exchanges 
reads: 


“An amended by Release No. 98 
(Class A) the instructions to Item 36 of 
Form 10 provide that a company whose 
securities are temporarily registered on 
an exchange may omit from its applica- 
tion for permanent registration the 
nancial statements required by Form 10, 
provided (1) that such application is 
made within 93 days after the close of 
the company’s last fiscal year (or within 
such longer period as the Commission 
may by order permit), and (2) that the 
company agrees to file the financial state- 
ments and other information omitted in 
connection therewith within 93 days after 
the close of its fiscal year or at such 
later date as the Commission may by 
order permit. Due to ‘the fact that the 
fiscal years of many listed companies 
ended on December 31, 1934, it is ap- 
parent that the accounting and auditing 
facilities available to them will be over- 
taxed if all of them are required to file 
their financial statements within 93 days 
of that date. 

“I am therefore directed by the com- 
mission to advise you that in making use 
of the agreement contained in the in- 
struction to Item 36 a date not later 
than July 1 may be arrived at by agree- 
ment between the exchange and those 
listed companies whose fiscal year ended 
December 31, 1934, and that when the 
exchange has notified the commission of 
the dates so agreed upon it will be the 
general policy of the commission to per- 
mit by order such later dates, except as 
reason to the contrary may appear in any 
particular case.” 


Additional rules and announcements 
by the Securities and Exchange Com- 
mission will be found on page 75. 


YEAR BOOK ISSUED 


The 1934 Year Book of THE CoNnTROL- 
LERS INSTITUTE OF AMERICA went into the 
mails March 21. A copy was sent to each 
member. 

Copies of the 1932 and 1933 Year Books 
are available, at $1 apiece. It is ex- 
pected that all members of The Institute 
will wish to have complete sets of the 
Year Books, and it is suggested that 
those who have been admitted to mem- 
bership in the past two years, and who do 
not have complete sets, place their orders 
for the back numbers now, while they are 
still available. 








The Cash Budget: Financial Control, 
Current Working Capital 


Sources of Cash Income and When It Will be Available First 
Taken Into Consideration—Forms Suggested Which Should 
Prove Useful In This Work—Balance of Cash Receipts—Fre- 
quent Revision of Budget—Article by J. FREDERICK Hunt, C. A. 


HE author of the article that fol- 

lows is a chartered accountant of 
Canada, who now holds the position 
of controller of the Kimberly-Clark 
Corporation, of Neenah, Wisconsin. 
He is a member of THE CONTROL- 
LERS INSTITUTE OF AMERICA. The 
article, it is believed, will be valuable 
to controllers generally in that the 
principles described are sufficiently 
flexible to be applicable to many lines 
of business. —THE EpIror. 


Successful financial administration 
of a business can be accomplished 
only by careful planning ahead. It is 
the purpose of this article to outline a 
plan of procedure by which a manu- 
facturing company of medium size 
can intelligently plan ahead for its 
financial requirements. 

Many concerns, both small and 
large, have failed because of igno- 
rance of the facilities at hand, and the 
cause of many such failures has been 
stated as “lack of working capital,” 
the knowledge of which in many in- 
stances has come too late to help pre- 
vent them. 

Most companies are particular and 





insist on very careful budgeting of de- 
partments, but few complete the cycle. 
All departmental budgets, capital, 
manufacturing, selling, administrative, 
overhead and burden, contribute and 
finally center in the financial budget 
in order to determine whether sufh- 
cient money will be available at the 
precise time it is required. 

A cash budget is not merely a state- 
ment of receipts and disbursements. 
It should include the financing of 
capital assets as well as manufacturing, 
administrative, and other expenses. It 
should provide for the payment of all 
classes of debts, the necessary borrow- 
ing of funds, payment of dividends 
and interest, and help in the control 
of sales, and purchases of materials, 
and clearly disclose the fluctuations in 
inventories and working capital. 

The general principles discussed in 
this article are equally applicable to 
both long range and short range pro- 
grams, but for the purpose of this dis- 
cussion we shall deal only with a short 
range program. Usually such programs 
cover periods of six months and one 
year. We shall take the period of one 
year and show the revisions necessary 
at intervals during the year. 
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Sources of Cash Receipts 
The first question involved is: What 
are the sources of cash income and 
when will it be vailable? Common 
among these sources are: 


1. Collections from customers’ ac- 
counts. 

. Collections from customers’ and 
others’ notes. 

. Receipts from notes discounted. 

. Sale of securities. 

. Borrowings from banks. 

. Miscellaneous, interest, and the 
like. 
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The main source is from customers’ 
accounts, and when considering the 
probable collections it is necessary to 
enlist the assistance of the sales de- 
partment. With the sales depart- 
ment’s forecast of sales carefully con- 
sidered and set up by months, the 
manufacturing department must be 
consulted to determine whether the 
forecast is possible of fulfillment. With 
these departments in agreement this 
information can be set up in the fol- 
lowing manner: (Figure 1.) 

When estimating the cash receipts 
from accounts receivable, terms of sale 
must be taken into consideration and 


Sept. Oct. Nov. Dec. Total 








Accts. Receivable—Iist of Mo. $250,000 
Notes Receivable—1ist of Mo. 10,000 
Tot. Receivables—1ist of Mo. $260,000 
Shipments 65,000 
$325,000 
Cash Collections—Accts. Rec. 125,000 
Cash Collections—Notes Rec. — 
Notes Rec. from Accts. Rec. — 
Accts. Receivable—End of Mo. $190,000 
$ 10,000 


Notes Receivable—End of Mo. 


190,000 207,000 234,500 252,500 267,500 230,000 171,000 178,500 208,500 224,500 262,000 

, 9,000 9,500 9,000 : 
200,000 218,500 243,500 266,000 278,000 238,000 180,500 189,500 217,500 234,000 268,500 
55,000 65,000 
285,000 331,000 378,500 416,000 390,500 293,000 245,500 284,500 330,000 384,000 398,500 1,787,500 


10,000 13,500 10,500 8,000 


85,000 112,500 135,000 150,000 112,500 


250,000 
10,000 


6,500 , 
260,000 


11,000 
95,000 112,500 150,000 130,000 1,267,500 


65,000 85,000 112,500 135,000 150,000 112,500 55,000 65,000 95,000 112,500 150,000 1,262,500 
1,500 2,500 — 3,000 2,500 — 1,000 2,000 1,000 3,000 _ 16,500 
3,000 _— 4,500 — — 1,500 00 —_ 1,500 —_ —_ 13,000 

207,000 234,500 252,500 267,500 230,000 171,000 178,500 208,500 224,500 262,000 242,000 242,000 

11,500 9,000 13,500 10,500 8,000 9,500 11,000 9,000 9,500 6,500 6,500 6,500 
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FIGURE 2 


Estimated Cash Receipts 
For Year Ending December 31, 193 
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Jan. Feb. Mar. April May June 4 Total 

Accounts Receivable $125,000 65,000 85,000 112,500 135,000 150,000 112,500 55,000 65,000 95,000 112,500 150,000 1,262,500 
Notes Receivable —_ 1,500 2,500 — 3,000 2,500 — 1,000 2,000 1,000 3,000 — 16,500 

Notes Receivable—Discounted — — — — = —_ — — — — = — -- 
Miscellaneous—Rentals 250 250 250 250 250 250 250 250 250 250 250 250 3,000 
Interest -— 35 60 — 75 60 a 35 60 25 75 — 425 
Income from Investments 500 500 500 500 500 5 500 00 500 500 6,000 
$125,750 67,285 88,310 113,250 138,825 153,310 113,250 : 116,325 150,750 1,288,425 

Borrowed from Banks —_ —_ _— — -- — — = == a 
Total Receipts $125,750 67,285 88,310 113,250 138,825 153,310 113,250 116,325 150,750 1,288,425 





past experience will show the season- 
able fluctuations. A conservative quota 
to set for cash collections from ac- 
counts receivable each month, given 
short-dated terms, should equal in 
dollars the shipments of the previous 
month. Collections from notes re- 
ceivable require no explanation, ex- 
cept care should be taken to include 
discounted notes as cash at the time 
they are discounted and not at the 
date of maturity. Policy will govern 
this, according to the necessity for 
cash. 

Attention is called to the foregoing 
illustration, which embodies not only 
an estimate of sales and cash collec- 
tions from customers, but also a run- 
ning balance of accounts and notes 
receivable. The purpose of this is il- 
lustrated later in this article. 


Balance of Cash Receipts 


The next step in the preparation of 
the cash budget is to determine the 
balance of cash receipts, excluding the 
sale of securities and borrowings from 
bank. These will largely be governed 
by requirements, therefore, a tentative 
setup should be made in order to 
determine when it is necessary to bor- 
row funds, and how much. 

The following will serve to illus- 


trate a form for use in estimating the 
total cash receipts. (Figure 2.) 


Cash Requirements 

Many businesses attempt to estimate 
their cash requirements for the ensu- 
ing period, but few base their esti- 
mates on information other than guess- 
work or on requirements of previous 
years. 

To determine the cash requirements 
of a business all departments must be 
consulted and given an opportunity to 
air their views with regard to their 
own particular requirements. We have 
already agreed that the manufactur- 
ing department must be consulted re- 
garding the fulfillment of the sales 
department's expectations for sales, 
but raw materials are required, labor 
must be paid for and numerous other 
manufacturing items supplied, conse- 
quently close contact with the manu- 
facturing department is necessary and 
a careful study made of its needs. Co- 
ordination of the activities of all de- 
partments into a single unified policy 
is the aim of a budget system. The 
sales department expects the produc- 
tion department to produce a quota of 
goods the sales department has set 
itself to dispose of. On the other 
hand, the production or manufacturing 


FIGURE 3 


Estimated Cash Disbursements 
For Year Ending December 31, 193 














department must be consulted, as the 
capacity of the plant may not be large 
enough to produce the sales depart- 
ment’s optimistic forecast. 

The purchasing agent is a vital 
factor in the scheme and must be con- 
sulted as to the manufacturing de- 
partment’s requirements of raw ma- 
terials and other supplies, so that a 
constant flow can be assured. All of 
these factors boil down to a depart- 
mental estimate of cash requirements. 

Cost records provide ready estimates 
of raw materials and supplies required 
and this reduced to a percentage of 
sales volume will give the amount 
necessary to produce this volume. 

Past experience should serve as a 
guide to determine what amount of 
inventory of raw materials and sup- 
plies it is necessary to have on hand 
at different times throughout the 
period. This varies with different 
types of industries, dependent on loca- 
tion of the source of supply. No 
recommendation is offered in this re- 
gard, but for the purpose of this ar- 
ticle we are using a period of sixty 
days’ requirements as an adequate sup- 
ply, working on the basis that raw 
materials and supplies constitute 50 
per cent. of the sales volume. 

Typical disbursements usually met 











April May June Sept. Oct. Nov. Dec. 











Jan Feb Mar bs 

Pay Rolls—Plant $13,000 17,000 22,500 27,000 30,000 22,500 11,000 13,000 19,000 22,500 30,000 26,000 253,500 
Salaries—Officers & Employees 7,500 7,500 7,500 7,500 7,500 7,500 7,500 7,500 7,500 7,500 7,500 7,500 90,000 
Advertising & Selling 5,000 Ss 15,000 5,000 5,000 15,000 5,000 5,000 15,000 5,000 5,000 15,000 100,000 
Rent 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 15,000 
Taxes—Income = —_ 3,750 — 3,750 — —— 3,750 _— —_ 3,750 15,000 
Insurance — 5,000 — — — _— _— — _ — — — 5,000 
Interest —_ —_ 1,125 — — 750 — -- 375 — _ _— 2,250 
Notes Payable _ = — 7 — —— — — —- — oa — — 
Accounts Payable 42,500 56,250 67,500 75,000 56,250 27,500 32,500 47,500 56,250 75,000 65,000 32,500 633,750 

$69,250 92,000 118,625 115,750 100,000 78,250 57,250 74,250 103,125 111,250 108,750 86,000 1,114,500 
Bank—Notes Payable — 25,000 — _— 25,000 = — 25,000 — — —_ 75,000 

$69,250 92,000 143,625 115,750 100,000 103,250 57,250 74,250 128,125 111,250 108,750 86,000 1,189,500 
Dividends Payable —- — — a 7 _ — a _ os — -- — 
Total Disbursements $69,250 92,000 143,625 115,750 100,000 103,250 57,250 74,250 128,125 111,250 108,750 86,000 1,189,500 
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FIGURE 4 
Purchases 
Estimated ; Monthly Balances—Accounts Payable 
Monthly Balances—Inventory—Materials, etc. 

















Jan Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. Total 

Accounts Payable—ist of Mo. $ 42,500 56,250 67,500 75,000 56,250 27,500 32,500 47,500 56,250 75,000 65,000 32,500 42,500 
Purchases 56,250 67,500 75,000 56,250 27,500 32,500 47,500 56,250 5,000 65,000 32,500 42,500 633,750 

$ 98,750 123,750 142,500 131,250 83,750 60,000 80,000 103,750 131,250 140,000 97,500 75,000 676,250 
Accounts Payable—Paid 42,500 56,250 67,500 75,000 56,250 27,500 32,500 47,500 56,250 75,000 65,000 32,500 633,750 
Accounts Payable—End of Mo. $ 56,250 67,500 75,000 56,250 27,500 32,500 47,500 56,250 75,000 65,000 32,500 42,500 42,500 
Inventory—ist of Mo. $ 75,000 98,750 123,750 142,500 131,250 83,750 60,000 80,000 103,750 131,250 140,000 97,500 75,000 
Purchases 56,250 67,500 3; 56,250 27,500 500 47,500 56,250 75,000 5, 32,500 42,500 633,750 

$131,250 166,250 198,750 198,750 158,750 116,250 107,500 136,250 178,750 196,250 172,500 140,000 708,750 
Trans. to Cost of Mfg. 32,5 42,500 56,250 67,500 75,000 56,250 27,500 32,500 47,500 56,250 75,000 65,000 633,750 
Inventory—End of Mo. $ 98,750 123,750 142,500 131,250 83,750 60,000 80,000 103,750 131,250 140,000 97,500 75,000 75,000 











with in a manufacturing concern are 
listed on page 71. (Figure 3.) 

In conjunction with the preceding 
schedules it is recommended the budget 


cuss the merits of the different accounts 
necessary to a progressive concern in 
order to have first-hand information 
at all times, but reference is made to 


The following illustration, Figure 5, 
will bear out this assertion by the 
assembly of the results of the support- 
ing schedules, Figures 1 to 4. Toa 


include the above information. (Fig- the importance of the account. ‘Cost | company short of working capital this 
ure 4.) of Manufacturing,” Figure 4, em- information is invaluable. It shows 
The above illustration provides  phasizes this importance with regard — where it is going and opens an avenue 


valuable information to the executive. 
It makes a record of the quota for the 
purchasing department, maintains a 
monthly balance of accounts payable 
and inventory on hand of raw ma- 
terials and supplies. 

When preparing an estimate for the 
payment of accounts payable, cogni- 
zance must be given to the terms of 
payment. For the purpose of this ar- 
ticle, assume the terms to be the 
month’s purchases due for payment 
the following month. Consideration 
must also be given to the company’s 
policy with respect to the issuance of 
notes payable for merchandise. These 
must be set up separately and deducted 
from the accounts payable when issued 
and provided for in the budget in the 
months they will be due for payment. 

It is not intended to explain or dis- 


to monthly inventories. 

Referring to Figure 3, it is noted 
that bank borrowings and dividend 
payments are not included in the first 
total of cash disbursement; these are 
filled in as required, also this illustra- 
tion does not include all classes of 
disbursements that may be encoun- 
tered. The accountant preparing the 
budget must be careful to include all 
disbursements that occur within the 
period. Provision must be made for 
possible capital expenditures. 


Final Assembly and Expected Results 

In the opening paragraphs of this 
article it was stated that the cash 
budget is more than the assembly of 
cash receipts and disbursements; it 
helps to control other phases of the 
business. 


of approach to its banks, as without 
exception the borrower is confronted 
with the question “What will your 
condition be six months or a year from 
now?” and without an_ intelligent 
gathering together of the facts, such 
as outlined, it is impossible to surmise 
what the company’s condition will be. 
(Figure 5.) 

The work of preparing a cash bud- 
get does not automatically end with 
the completion of the first one. Con- 
stant revision is necessary, and at the 
end of the first month a comparison 
between the estimated and actual re- 
sults of each division of the budget 
should be prepared. It is surprising 
how much valuable information can 
be obtained from this comparison. 

For instance, has the sales depart- 
ment been over optimistic in its esti- 


FIGURE 5 
Monthly Cash Position 
Current Assets—Liabilities—Working Capital 





Sept. Oct. 





June July Aug. 





Jan Feb. Mar. April May Nov Dec 
Cash on Hand—ist of Mo. $ 25,000 81,500 56,785 1,470 *1,030 37,795 87,855 143,855 126,390 66,075 51,600 59,175 25,000 
Receipts—Figure 2 125,750 67,285 88,310 113,250 138,825 153,310 113,250 56,785 67,810 96,775 116,325 150,750 1,288,425 
$150,750 148,785 145,095 114,720 137,795 191,105 201,105 200,640 194,200 162,850 167,925 209,925 1,313,425 
Disbursements—Figure 4 69,250 92,000 143,625 115,750 100,000 103,250 57,250 74,250 128,125 111,250 108,750 86,000 1,189,500 
Cash on Hand—End of Mo. $ 81,500 56,785 1,470 *1,030 37,795 87,855 143,855 126,390 66,075 51,600 59,175 123,925 123,925 
Current Assets 
Cash $ 81,500 56,785 1,470 *1,030 37,795 87,855 143,855 126,390 66,075 51,600 59,175 123,925 123,925 
Accts. Receivable—Fig. 1 190,000 207,000 234,500 252,500 267,500 230,000 171,500 178,500 208,500 224,500 262,000 242,000 242,000 
Notes Receivable—Fig. 1 10,000 11,500 9,000 13,500 10,000 8,000 9,500 11,000 9, 9,500 6,500 6,500 6,500 
Inventories—Fig. 3 98,750 123,750 142,500 131,250 83,750 60,000 80,000 103,750 131,250 140,000 97,500 75,000 75,000 
Total Current Assets $380,250 399,035 387,470 396,220 399,045 385,855 404,355 419,640 414,825 425,600 425,175 447,425 447,425 
*Red 
Current Liabilities 
Notes Payable—Bank $ 75,000 75,000 50,000 50,000 50,000 25,000 25,000 25,000 — = aan _ = 
Accounts Payable 56,250 67,500 75,000 56,250 27,500 32,500 47,500 56,250 75,000 65,000 32,500 42,500 42,500 
Taxes & Insurance 20,000 15,000 11,250 11,250 11,250 7,500 7,500 7,500 3,750 3,750 3,750 = _ 
Total Current Liabilities $151,250 157,500 136,250 117,500 88,750 65,000 80,000 88,750 78,750 68,750 36,250 42,500 42,500 
Current Working Capital $229,000 241,535 251,220 278,720 310,295 320,855 324,355 330,890 336,075 357,850 388,925 404,925 404,925 

















mate of expected sales? Is the manu- 
facturing department functioning to 
advantage and cooperating to the 
greatest extent in producing the sales? 
Did the purchasing department use 
intelligence and common sense in pur- 
chasing and keep within its quota; if 
not what was the reason? Why were 
the cash collections out of line with 
the estimate? All of these questions 
can be answered and the difficulties 
minimized or done away with. 

For revision and comparative pur- 
poses the following illustration is given 
as an example: (Figure 6.) 

“How do these differences affect 
the budget as a whole?” The answer 
to this question is, provided all the 
component estimates of the budget 
after careful revision are found to be 
in order, that the failure of the pro- 
gram must be due to the agencies 
charged with the carrying out of the 
different divisions of the budget. 

If the estimates are found to be over 
optimistic, the budget must be revised 
and brought into line. However, 
should the revision bear out the origi- 
nal estimate, the departments responsi- 
ble for the divisions not producing 
satisfaction must work harder to effect 
realization of the program and the 
subsequent months revised to the ex- 
tent of the discrepancies of the pre- 
ceding month. 

It is not to be expected that the 
budget will realize to the dollar 
estimated, but if careful thought is ex- 
pended by all departments in the prep- 
aration of the program, the time and 
effort given will be amply repaid by 
the valuable information, experience, 
and knowledge of the business gained. 

A further help in the realization of 
the program proposed and a constant 
check of the estimates is the daily cor- 
relation of the day’s work as suggested 
in the following illustration: (Figure 
7.) This daily report will help as a 
guide to the possible results for the 
period and the necessity, perhaps, for 
greater effort on the part of certain de- 
partments. Only bare essentials have 
been dealt with in this article and the 
reader should elaborate the cash budget 
to suit the particular type of business. 
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FIGURE 6 


Month of 


Comparison of Budget 
193 








Accts. Receivable—1st of Mo. 
Notes Receivable—1st of Mo. 

Total Receivables—1ist of Mo. 
Shipments 


Cash Collections—<Accts. Rec. 
Cash Collections—Notes Rec. 
Notes from Accts. Receivable 
Accounts Rec.—End of Mo. 

Notes Rec.—End of Mo. 
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Cash Collections—<Accts. Rec. 
Cash Collections—Other 

Cash Disbursements 
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Purchases Received 

Deposited in Bank 

Bank Balance 





Estimate 
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NEW MEMBERS ELECTED 


At a meeting of the National Board of 
Directors of The Institute held March 18, 
1935, the following were elected to active 
membership in The Institute: 


MILLER ADAMS 
Fred Harvey, Kansas City, Missouri. 
A. B. BARAKAT 
American Stores Company, Philadelphia. 
ELMER Hart 
The Pennsylvania 
Philadelphia. 
J. D. HARTMAN 
The McCall Company, New York City. 
GeorcE D. E. McANINCH 
Victor Manufacturing & Gasket Com- 
pany, Chicago. 
WituiaM F. R. MUNNICH 
Philadelphia Electric Company, Philadel- 


Railroad Company, 


phia. 
Louis M. NICHOLS 
General Electric Supply Corporation, 


Bridgeport, Connecticut. 


EarRL D. PAGE 
The Philadelphia & Reading Coal & 
Iron Company, Philadelphia. 

DANIEL H. SCHULTZ 
Leeds & Northrup Company, Philadel- 
phia. 

HENRY W. SWEENEY 
Commercial Investment Trust, Inc., New 
York City. 

L. J. TRACY 
Union Pacific Railroad Company, New 
York City. 


OFFERS PREMIUM FOR 
BACK NUMBER 


A member of The Controllers Institute 
of America is so anxious to obtain a 
copy of the May, 1934, issue of THE Con- 
TROLLER that he authorizes offering $1 for 
a copy. Just one copy is wanted, at that 
price. 





36 W. 44TH STREET 





FLOYD H. ROWLAND & CO. 


Management Consultants 


Chart—‘‘Controlled Planning for Sales and Profit’? sent on request. 


NEW YORK CITY 














Accurate Accounting More Essential 
to Business than to Government 


Abundance of Constructive Work to be Done by Controllers and Their 
Public Accountants That Will Be Beneficial to Government but to Greater 
Degree Will Safeguard Business—Address by J. CALVIN SHUMBERGER. 


HE article that follows is the sub- 

stance of an address delivered by 
the president of THE CONTROLLERS 
INSTITUTE OF AMERICA, MAJorR J. 
CALVIN SHUMBERGER, dt a meeting of 
THE PHILADELPHIA CONTROL, on 
February 28. It presents an advanced 
view point, constructive in character, 
and gives an example of the work yet 
to be done by controllers and public 
accountants. —THE Epiror. 


The credit for one of the greatest 
blessings enjoyed by business today is 
due to Federal Government. As late 
as 1913, the Government did not force 
business to keep books. Today, the 
Government is performing a great 
service to listed business by forcing 
the truth to the surface where all can 
see it, by the Securities Act and the Se- 
curities Exchange Act. Like a-fanned 
fire when the tinder is dry, this feature 
is running out, not only into listed 
companies, but also into unlisted com- 
panies, resulting in a blessing to pri- 
vately owned business as well as to 
holders of stock in corporations. 

In the early days many proprietors 
deceived themselves and lost more by 
not keeping records and by concealing 
their profits than they saved in taxes. 
Because of this concealment for tax 
purposes, the widow and the child fre- 
quently lost that which the husband 
and father had worked so hard to ob- 
tain. If true accounting is necessary 
for a government to obtain its fair 
share of profits, in taxes, it certainly 
is a vital necessity for the family and 
legatee of a decedent in order that they 
may prove the value of the estate 
which the decedent himself intended 


them to have. 


At the time when business was very 
simple there was also a type of pro- 
prtietor who was a good business man, 
a good economist, who measured his 
increase by comparing the excess in 
bank this year over the balance in 
bank last year. It may appear incon- 
ceivable that one who kept no books 
at all and who was content to compare 
his cash in bank last year with his cash 
in bank this year to determine his 
profit or loss, could be termed a good 
business man and also a good econ- 
omist. 

May we assume that this proprietor 
owned a large business whose equip- 
ment and stock on hand remained 
constant, also that his sales were for 
cash. Is it not true that his business 
surpassed our big business of today, 
with all our bookkeeping, because his 
increase was all liquid, cash in bank. 
But with all his skill and care, without 
records his posterity frequently lost 
the advantage he had labored so hard 
to obtain. As his business grew he 
also accumulated a stock of materials, 
and here is where accounting super- 
seded memory. The increase in ma- 
terials, plus the increase of cash in 
bank, was now his profit. 


Bookkeeping Courses Introduced 

That was primitive. In 1894, there 
was more single entry than double 
entry bookkeeping used in business. 
Under single entry we determined the 
profit by deducting the present worth 
of the preceding period from the 
present worth of today. It was during 
this year, 1894, that bookkeeping was 
introduced into the public schools. 
Many business men, however, fought 
the Internal Revenue laws many years 


after 1913. Iam trying to drive home 
the advantage to invested capital ob- 
tained by true and accurate accounting. 

Accounting should not be confusing 
even to the untrained mind. It is 
simple and will always remain so if 
we treat but one subject at a time. 
Ruskin told us that “life is nota hard- 
ship but a pastime to those who live 
simply but wisely.” In this thought 
you have both simplicity and economy. 
I have made the point that a man who 
owns his own business need keep no 
books at all for his own protection 
while he conducts it simply and wisely. 

As bookkeeping is a history of busi- 
ness transactions, one who has charge 
of the capital of others desires the 
most detailed records to prove his in- 
tegrity as well as his ability, to the 
investors, whether the business is 
owned by one person or by hundreds 
of thousands of stockholders. 

Vastly more is required of every 
business today than at any prior time. 
Competition is so keen that in every 
avenue of business the men sought 
for executives must be those of the 
highest skill and experience. 

A large number of our controllers 
in their early lives followed the pro- 
fession of public accounting. They, as 
well as the public accountants of today, 
are very proud of their attainments in 
the field of accounting. We are hav- 
ing proved to us daily that a control- 
ler who is self-centered and lives alone 
is weak; that collectively we are 
stronger, not only as controllers, but as 
accountants. There are problems that 
can be solved only by the joint effort 
of the corporation’s regularly em- 
ployed controller and the public ac- 
countant who comes in periodically. 
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May I give you an example of a 
puzzling problem, on the subject of 
containers? Many of our more sub- 
stantial containers are returned and 
refilled and used again and again dur- 
ing the life of the container. Some 
of our best regulated business enter- 
prises adhere to various methods of 
numbering and marking the container 
in order to follow it and effect its re- 
turn. Such records are kept for the 
benefit of the business and are of no 
service to commercial bookkeeping. 
They serve to protect and control the 
inventory of stock and not to deter- 
mine the profit or loss. 

In 1913 the Internal Revenue De- 
partment was confronted with the 
problem of containers. Depreciation 
of containers was not permitted. Ina 
business in which the deposit required 
of the customer for the return of the 
container was small and the number of 
containers ran high in the millions 
(say one hundred million annually) 
no method had been effected to deter- 
mine the quantity out in the customers’ 
hands, nor was a business in a position 
to say what proportion would be re- 
turned, and what proportion would 
not be returned. 

The Internal Revenue Department 
insisted that those containers that were 
not returned constituted a sale, par- 
ticularly since the company had the 
customer’s money and could not re- 
turn it. 

The Internal Revenue Department 
then ruled that in the absence of 
specific data it would include all con- 
tainers shipped out as merchandise 
sales and all containers returned as 
part of the merchandise purchases. In 
this manner the Government received 
its tax on the containers shipped and 
|returned the same amount to the tax- 
payer when the container was received 
back again. 

In normal times, while the rate of 
tax remained the same, the only injury 
to the taxpayer was that the taxpayer 
received the deduction subsequent to 
the payment of the tax. He, therefore, 
had advanced his money until the de- 
duction was allowed on a later return. 
The internal accountants of many 
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business concerns, as well as their in- 
dependent accountants, were asleep on 
this point during the war. 

May we see what happened with 
this substitute for proper accounting 
when the tax with excess profits 
reached 18 per cent. in 1918, and 
when seventy-five million containers 
at twenty-five cents each were shipped 
in one year? May we, also, assume 
that the total returned were 20 per 
cent. less than the total shipped. 

It can readily be seen that the 20 
per cent. of those shipped this year 
which were not returned at twenty- 
five cents apiece inflated the sales 
$3,750,000. The tax on this inflated 
figure at 18 per cent. equalled $675,- 
000. 

While the statistical records over the 
life time of the business proved that 
many containers were held for years 
before they were returned, let us as- 
sume that the 20 per cent. under con- 
sideration here were returned the fol- 
lowing year, when the rate of tax 
dropped from 18 per cent. to 10 per 
cent. 

The taxpayer received the same de- 
duction in his bookkeeping in 1919 
that he permitted to be credited to 
merchandise in 1918, but after his 
tax return had been submitted, even 
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though the figures in the return were 
the same each year when the rate was 
reduced, the decrease in rate alone re- 
sulted in a loss to the taxpayer. His 
absolute loss this year amounted to 
$300,000. 

Some of our far-sighted controllers 
supported the commercial bookkeeping 
with statistical bookkeeping. By an- 
alyzing the history of its containers 
from the inception of the business, the 
Internal Revenue Department was 
content to take an agreed per cent. of 
all shipments not to be returned. This 
amount each year was credited to sales 
and taxes paid. The containers that 
were sure to be returned were carried 
in a reserve for containers to be re- 
turned, and when they were returned 
the reserve was balanced, which 
proved them not to be sales. Since 
controllers and accountants are work- 
ing together in the interest of business, 
this condition should not happen 
again. 

There is an abundance of construc- 
tive work to be done by controllers 
and independent accountants, that will 
benefit not only the Government that 
demands good accounting but to a 
greater degree will safeguard business 
for whose benefit bookkeeping was 
affected. 


Securities and Exchange Commusston’ s 
Rules and Announcements 


FILING OF APPLICATIONS 


On February 14 the Securities and Ex- 
change Commission announced its rules 
governing the filing of applications for 
permanent registration of securities on 
national exchanges. The rules take the 
form of amendments of the instruction 
book for Form 10 for Corporations, 
which was issued in December, together 
with several new general regulations. 
(Release No. 98 [Class A}). 


RULES FOR FILING 
AMENDED 


On February 15 the Commission an- 
nounced two amendments to the rules 
for permanent registration of securities, 
which were promulgated February 14, 
and which are referred to in the preced- 
ing paragraph. 


Following the announcement of the 
rules, on February 14, it was brought to 
the attention of the commission that cer- 
tain corporations which have no securi- 
ties presently listed had already under- 
taken audits and prepared provisional 
applications for registration complying 
with the requirements of Form 7. The 
commission's new rules terminated imme- 
diately the right of such corporations to 
obtain provisional registration, and the 
new rules were amended on February 15 
to permit provisional registration by such 
companies, the same as by issuers of 
listed securities, until May 15, 1935. 

The attention of the commission also 
was directed to the fact that one of its 
amendments to the Instructions to Form 
10 for Corporations would prevent com- 
panies which have no securities listed 
from obtaining any registration until 
after the conclusion of the audit of their 
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fiscal year ending on or after December 
31, 1934, unless financial statements for 
a three-year period should be furnished, 
although such companies might other- 
wise comply with the commission’s pro- 
visions for furnishing statements for only 
a one-year period. By permitting the 
provisions for delay in filing financial 
statements which are applicable to listed 
companies to apply to companies having 
no securities listed, the extra burden 
which might thus have resulted from the 
new rule was eliminated. 


BANKRUPTCY 
REORGANIZATIONS 


On February 15 the commission pub- 
lished an excerpt from an opinion of 
John J. Burns, its general counsel, as to 
the application of the Securities Act of 
1933 to reorganizations under Section 
77B of the Bankruptcy Act. The opinion 
was confined to the question as to 
whether or not it is necessary to register 
with the commission approvals and ac- 
quisitions of, or deposits under, a plan 
of reorganization in connection with pro- 
ceedings instituted under Section 77B. In 
substance the opinion concludes that a 
reorganization committee may solicit ap- 
provals or acceptances of the plan in such 
reorganizations without filing a_ regis- 
tration statement with the commission. 
As to deposit receipts, the opinion stated 
in part that: “Deposit receipts issued 
prior to the court’s confirmation of a 
plan of reorganization proposed in con- 
nection with Section 77B_ proceedings 
need not be registered if their legal ef- 
fect is equivalent solely to ‘approval’ or 
‘acceptance’ of a plan or reorganization 
in those proceedings.” 


RULES FOR REPORTING 
HOLDINGS 


On February 18, the commission, in 
order to simplify and clarify the report- 
ing requirements under Section 16 of the 
Securities Exchange Act, revised its 
rules and forms for reporting holdings 
and changes in ownership by officers and 
directors of companies whose equity se- 
curities are listed on a national securi- 
ties exchange and by beneficial owners 
of more than 10 per cent. of any class of 
registered equity securities. 

These forms and rules in general su- 
persede all previous forms and rules 
dealing with reports under Section 16. 
The new forms announced are numbered 
4, 5 and 6. 

Form 4 should be filed only if there has 
been a change in ownership of any equity 
security whether registered or not. Every 
change in ownership must be reported, even 
if as a result of balancing purchases and 
sales there has been no net change in hold- 


The Controller, April, 1935 


ings over the month. These reports are 
due by the 10th of the month succeeding 
that in which the change occurred. 

Form 5 should be filed only if the regis- 
tration on an exchange of any equity se- 
curity of the issuer has become effective 
subsequent to February 15, 1935. This 
form should be filed by the 10th of the 
month succeeding that in which the regis- 
tration became effective, but is not required 
if Form 4 is filed for the same month. 

Form 6 should be filed by a person who 
has just become a director or officer of a 
company having equity securities listed and 
registered or the beneficial owner of 10 
per cent. of any class of registered equity 
security. Form 6 must be filed within 10 
days of the date of becoming such bene- 
ficial owner, director or officer, but is not 
required if such person files Form 4 for 
the same month. 

No reports are required of a person 
unless he is an officer or director of a 
company having equity securities listed and 
registered or owns more than 10 per cent. 
of a registered equity security, although 
such person may hold more than 10 per 
cent. of an equity security which is not 
registered. 


LARGEST SINGLE 
REGISTRATION 


On March 7 the commission announced 
that Swift & Company (Illinois) had 
registered with the commission the larg- 
est single issue of securities ever regis- 
tered under the Securities Act of 1933. 
The issue totals $43,000,000 of 334 per 
cent. first mortgage sinking fund bonds, 
the proceeds of which will be used to 
retire outstanding 5 per cent. bonds and 
notes. The registration is the first on 
the new Form A-2, promulgated by the 
commission on January 14, 1935, for use 
by seasoned corporations. 

After all expenses and commission to 
underwriters, the net proceeds to the 
registrant are estimated at $42,678,000. 
The commission to underwriters is based 
on the discount of 4/10ths of 1 per cent. 
or the equivalent of $172,000. Accord- 
ing to the statement, no firm underwriting 
commitment has yet been made; however, 
an agreement with a New York firm is 
cited, under which the latter agrees to 
use its best efforts to place the issue. 

The $43,000,000 which was registered 
is a part of an authorized issue of $50,- 
000,000, the balance of which is reserved 
for later corporate use if and when the 
company may decide to issue it. Upon 
redemption of the first mortgage gold 
bonds and the gold notes now outstand- 
ing, the only other funded debt of the 
company will be $750,000 of 30-year 5 
per cent. gold bonds due June 30, 1944. 
This issue is, however, not outstanding 
in the hands of the public. 


CONSOLIDATED 
STATEMENTS 


On March 8 the commission announced 
that corporations registering new issues 
of securities on Form A-2 under the 
Securities Act of 1933 may file profit 
and loss statements consolidating their 
wholly owned subsidiaries in place of 
the parents’ own statements. This action, 
which is an amendment to Instruction 
1(b) relating to financial statements filed 
on this form, applies only when the 
subsidiaries so consolidated are in prac- 
tical effect operating divisions of the 
registrant and when none of such sub- 
sidiaries’ shares or obligations, other than 
directors’ qualifying shares, are outstand- 
ing in the hands of the public. 


ACQUIRING SUBSIDIARY’S 
ASSETS 


On March 8 the commission announced 
adoption of a rule permitting seasoned 
corporations to use Form A-2 instead of 
Form E-1 for the registration of securi- 
ties issued to acquire the assets or securi- 
ties of a subsidiary. If Form A-2 is used 
for this purpose, the rule provides, 
among other things, that separate finan- 
cial statements must be filed for the 
subsidiary, and the terms of the exchange 
must be set forth. 


REPORTS OF BENEFICIAL 
OWNERSHIP 


On March 9 the commission, in re- 
sponse to numerous inquiries, announced 
an opinion of its general counsel that a 
person who is already an officer or a 
director, and who is again appointed or 
elected to the same or a different posi- 
tion as officer or director, need not file 
the report which the commission ordi- 
narily requires from newly elected off- 
cers and directors. 

Section 16(a) of the Act and Rule 
NAl1 of the commission require reports 
of beneficial ownership from officers and 
directors within ten days of the date on 
which they become officers or directors 
of a company whose equity securities are 
registered as listed securities on a na- 
tional securities exchange. The opinion 
of the general counsel, in replying to an 
inquiry, stated that a person elected or 
appointed to the same or a different posi- 
tion as officer or director does not ‘‘be- 
come” an officer or director of the com- 
pany within the meaning of the Act and 
Rule NA1. 


ANOTHER LARGE ISSUE 
REGISTERED 


On March 11 the commission an- 
nounced that a new issue of $45,000,000 
in bonds had been registered by the Pa- 
cific Gas & Electric Company on the new 
Form A-2. 
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INSTITUTE ACTIVITIES-COMM UNICATIONS 


MASSACHUSETTS TAX COMMISSIONER WARNS 
OF TOO HEAVY LEVY ON ONE GROUP 


State Tax Commissioner Henry F. 
Long, of Massachusetts, in addressing the 
Boston Control, February 26, gave a 
warning that the sources of revenue 
would be dried up if too much tax bur- 
den is placed on a limited number of 
individuals and corporations. 

“We cannot depend on one group or 
one tax to support the Government,” 
said Commissioner Long. ‘We can ab- 
stract a certain portion of capital power 
but cannot go beyond a certain point 
without destroying ourselves.” 

“With an expenditure for Government 
in Massachusetts of $1,000,000 per day 
for 4,300,000 persons, I am not sure but 
a general sales tax might be a good way 
of spreading the burden to all persons a 
little more equitably.” 

“Too high taxes might not only re- 
duce the capital power as some want, 
but would also tend to drive business 
out of the state or ruin it.” 

In discussing the various phases of 
taxation and the problems of devising a 
tax system to fairly distribute the ex- 
pense of government, Mr. Long said all 
persons believe the taxes that should be 
continued are the ones that affect them 
the least. ‘Of course,’ he said, “those 
that shout loudest against the present sys- 
tem are the ones that bear the heaviest 
load.” 

Any movement to decrease the cost of 
government could have no real effect 
until 1940, even if started actively today, 
Mr. Long said, pointing out that the 
scope of activity of government has in- 
creased more since the development of 
the automobile than during most of his- 
tory before that time. 

Emphasizing the need for constructive 
changes in the tax system, Mr. Long 
said that, at present, we are depending 
too much on taxing thrift in Massachu- 
setts. ‘We are taking $600,000 per day 
from real estate, much of which is idle,” 
he said. 

In discussing the different yardsticks 
used for measuring the amount corpora- 
tions and individuals should pay as taxes, 
Commissioner Long said that a system 
might be worked out under which pay- 
ment would be made in proportion to the 
benefits received from the government 
rather than ability to pay. 

Answering a question concerning de- 
velopment of a program under which a 
tax system would be unified under fed- 
eral control, Commissioner Long said he 
would speak in Washington on February 
27 against such a system. He declared 
that federal and state governments are 


so independent of each other that each 
should collect its own taxes and spend 
the money. 

“If the federal government should col- 
lect the taxes from all over the country 
and distribute the money where it is 
needed the most, the larger part of the 
funds would be collected from eastern 
seaboard states and distributed to poor 
states in the west and south,” he de- 
clared. 

He said that every time the federal 
government borrows money now for na- 
tional expenditures it does so on the 
credit of the eastern states. 


SPEAKERS BEFORE 
SAN FRANCISCO CONTROL 


A meeting of the San Francisco Con- 
trol was held March 14 at Hotel Stewart. 
Mr. H. W. Senter, treasurer of Pacific 
Coast Aggregates, Inc., described briefly 
some case histories of companies which 
have been reorganized under Section 77 
of the National Bankruptcy Act. Mr. 
Emile Grossman, an attorney at law, of 
Oakland, spoke on “Proposed Tax Leg- 
islation for the State of California.’”’ Mr. 
Grossman is retained by the California 
Manufacturers’ Association to analyze all 
proposed legislation for the State of 
California and gave an enlightening ad- 
dress. 


LABOR PROBLEMS 


At the February meeting of the San 
Francisco Control, Mr. A. T. Saunders, 
controller of Balfour Guthrie & Com- 
pany, Ltd., a member of the Control, 
presented a paper based on a London 
Accountants’ Society lecture, entitled, 
“The Truth about Industry.” The paper 
embodied the ideas of a British econo- 
mist on the methods pursued by man- 
agement in industry in its handling of 


the labor and employee problem, but 
presented no conclusions. There was an 
animated discussion following the read- 
ing of the paper, each of the members 
present expressing an opinion on the 
subject. 


ARTICLES BENEFICIAL 


“I should like to take this opportunity 
to compliment you on the character of 
the articles published in THE CONTROLLER. 
I find them to be very beneficial to me in 
these uncertain times.” Extract from letter 
written by Mr. Earl D. Page, of Philadel- 
phia. 


Howard D. Chamberlain 


It is with a sense of real loss that 
the death of Mr. Howard D. Chamber- 
lain, controller of the Delaware & 
Hudson Company, is noted. He passed 
away on January 30 in a New York 
hospital, after a long illness. 

Mr. Chamberlain became a member 
of THE CONTROLLERS INSTITUTE OF 
AMERICA on October 20, 1932, and 
had taken an active interest in its 
work, in several phases of which he 
had participated. 

Mr. Chamberlain was born on De- 
cember 26, 1884, at Dunmore, Penn- 
sylvania. He was educated in the pub- 
lic schools of that city, and entered 
railway service as a messenger boy in 
the office of the president of the Erie 
& Wyoming Valley Railroad in 1898. 
He advanced steadily. In June, 1918, 
he was made auditor of the Delaware 
& Hudson Company, and also auditor 
of steam railroad, hotel and boat line 
subsidiaries. He was appointed con- 
troller in June, 1929. 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


INSTITUTE MEMBER 
TRANSFERRED ABROAD 


The International Business Machines 
Corporation announces that Mr. J. C. 
Milner, assistant controller of that com- 
pany, who is a member of THE CON- 
TROLLERS INSTITUTE OF AMERICA, has been 
appointed controller of the European or- 
ganization and will make his headquarters 
at Geneva, Switzerland. He has been 
with the International Business Machines 
Corporation since 1920. The best wishes 
of all members of The Institute go with 
Mr. Milner in his new position. 


LUNCHEON MEETINGS IN 
NEW YORK CITY 


Officers of ‘the New York Control ask 
that announcement be made of the fact 


that a luncheon meeting of members is 
held each week on Thursday, in the grill 
room of the Roger Smith restaurant, 40 
East 41st Street, at 12:30 P.M., except 
in the week in which the monthly din- 
ner meeting is held. 

Other Controls are considering inaugu- 
rating occasional luncheon’ meetings, 
between the monthly dinner meetings. 


CONTROLLER’S NEED OF 
SALESMANSHIP 


Homer Buckley, president of Buckley, 
Dement & Company, addressed a meeting 
of the Chicago Control on March 26, on 
the subject, “The Controller's Need of 
Salesmanship.”” Mr. Buckley set forth some 
ideas as to the difficulties the controller 
faces in selling the value of the controller's 
department to the rest of his business 
organization. 


ADDRESS ON CONTROL OF 


PRINTING EXPENSES 
Mr. B. K. Shanor addressed the March 
Sth meeting of the Pittsburgh Control, 


on “Control Your Printing Expenses.” 





/ ACCOUNTING OR 
AUDITING WANTED 


A position at auditing, or ac- 
| counting—not as a _controller—is 
| wanted by a single man, aged 42, 
who is registered with THE CONTROL- 
LERS INSTITUTE OF AMERICA. Has | 
been employed recently as senior by 
large firm of public accountants. 
Would prefer to return to commer- | 
| cial field. Knows banking, and for- 
| eign exchange. Writes and speaks | 
| German and French. Has highest | 
| references. Would welcome place as 
| traveling auditor. Has no ties. Re- | 
| fer to No. 101. 











REVIEWS of Current Business Publications 


FINANCIAL ORGANIZATION AND 
ADMINISTRATION. By W. Mackenzie 
Stevens, M.B.A., Ph.D. American Book 
Company, New York. 670 pages. $4. 
Mr. Stevens’ book was written pri- 
marily as a text for students in schools 
of business administration. As a result, 
he has placed special emphasis on moder- 
ate and small-sized businesses. This as- 
pect of the book increases its value as a 
text for, even though bigness may remain 
a most conspicuous part of our industrial 
setup, few of the readers of such a text- 
book will ever have financing problems 
reaching into many millions of dollars. 
It is difficult to decide and always de- 
batable as to where the line should be 
drawn between finance and the related 
problems of law and accounting. The 
author does not endeavor to make any 
such demarcation but states in his preface 
that the literature of finance accounting 
and statistical analysis, corporation law 
and other related subjects has been ex- 
amined, and much of the subject matter 
made available for the readers of his 
book. This is apparent throughout the 
book and makes it considerably larger 
than it otherwise would have been. 
The book is divided into three sec- 
tions: Financial Organization, Procure- 
ment of Capital, and Financial Adminis- 
tration. The first section opens with a 
brief discussion of the various types of 
organization. The problems of corpo- 
rate structure are next discussed, and 
the many devices which are used to ap- 
portion income, to apportion risk, and 
to apportion control are given detailed 
consideration. In Chapter Five the all- 
important problem of adjusting the or- 
ganization’s needs as to securities, to 
fit the current demands of investors, is 
discussed. In logical sequence there fol- 


lows a discussion of par and no-par 
stock, bringing out all the important 
advantages and disadvantages. The au- 
thor has been careful to give adequate 
space to the no-par stock. Next in order 
are taken up the problems of retirement 
and refunding of security issues, recast- 
ing of the financial structure, reorgani- 
zation of a business that has failed, 
expansion of a going concern, consolida- 
tion, trade associations, and capitaliza- 
tion—or the amount of securities to is- 
sue. In brief, the various methods which 
can be used to finance a new concern or 
a going business are explained along 
with the reasons why one method should 
be used instead of another under given 
circumstances. 

The means and problems connected 
with actual procurement of capital are 
amply covered in Section Two. The 
capital for an established business may 
be obtained in two general ways: by 
borrowing or by stock sales. In the two 
chapters devoted to this, all of the gen- 


erally used methods from open bank 
loans to syndicate distribution of stock 
are discussed and explained. The next 
two chapters cover the problems involved 
in self-financing of new enterprises and 
the procurement of outside capital for a 
new concern. The question of why, 
when, how, and where to incorporate is 
carefully covered in a separate chapter. 
This section is properly concluded with 
a discussion of public regulation of the 
sale of securities. 

The third section, which takes up fully 
half of the book, is a complete discus- 
sion of coordinating business through 
the use of budgets in every phase—sales, 
production, purchases, inventories, ex- 
pense, and assets. The final chapters 
explain the coordination of the financial 
management of a business through budg- 
ets and the various statements generally 
used in business today. This section 
could well have been converted into a 
book by itself. 

In addition to the text matter, each 
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REVIEWS of Current Business Publications 


chapter contains a generous summary, 
from one to two pages of comprehensive 
review questions, and several practical 
problems. There are more than fifty 
illustrations and tables, and a complete 
index that makes it easy to locate any 
important point in the book. It should 
prove to be a valuable textbook for 
advanced and graduate students of busi- 
ness administration and finance, and a 
worth-while reference book for nearly 
every controller and treasurer of the 
average sized concern. Unfortunately 
recent and pending legislation may cause 
part of it to become obsolete soon. 
Reviewed by WM. HERBERT CARR. 


“AMERICA’S CAPACITY TO CON- 
SUME.” By Maurice Leven, Harold G. 
Moulton and Clark Warburton. The In- 
stitute of Economics of The Brookings 
Institution, Washington, D. C. 272 pages. 
Price $3. 

This book is the second volume in a 
series of four devoted to an analysis of 
the relation of the distribution of na- 
tional wealth and income to economic 
progress for the three decades from 1900 
to 1929. 

The conclusions of this study are ex- 
pressed in Chapter XI which gives six 
worthy points: (1) From 1920 to 1929 
this country was not living beyond its 
means; (2) the incomes from the upper 
brackets increased with greatest rapidity 
during this period resulting in an in- 
equality in income relationship; (3) there 
is an underconsumption for necessities in 
the lower income group which leads to, 
(4) our production does not equal the 
demand of the lower income groups had 
they sufficient income to spend; (5) 
shorter working hours should not pro- 
vide the necessities the American people 
are ambitious for; (6) it is not feasible 
to provide an expansion of consumption 
without due consideration of increasing 
production facilities. 

The first part consisting of five chap- 
ters describes the income of the Ameri- 
can people. Chapter I defines generally, 
national income. Chapter II gives the 
sources of the income. Chapter III clas- 
sifies the types of the income. Chapter 
IV gives the location of the income geo- 
graphically. Chapter V describes the in- 
comes by families. 

The second part composed of four 
chapters illustrates how the American 
people spend their income. Chapter VI 
gives the basis of spending income. 
Chapter VII describes the consuming de- 
mand by income classes. Chapter VIII 
states the classification of savings in rela- 
tion to income. Chapter IX develops 
the trend in savings between individual 
and corporate incomes. 

The third part, of two chapters, gives 
the conclusions from consideration of our 
production and consuming ability. 

The appendix covers 128 pages and 
gives graphs and charts supporting the 
discussions in the preceding chapters. 

The authors have set forth with clear- 


ness and with many illustrations the sta- 
tistics necessary for this study. The book 
should prove of value to economists and 
statisticians, but it must be considered 
as only a partial view of the economics 
for the decades under study. It is doubt- 
ful if the average person can translate the 
conclusions to our present needs. The 
authors have, with forethought, announced 
the two succeeding books in which they 
expect to offer the solutions to our eco- 
nomic difficulties. 
Reviewed by S. GERALD DARLINGTON. 


Note: A digest of the studies made by 
the Brookings Institution has been made 
under a grant from the Maurice and 
Laura Falk Foundation of Pittsburgh, 
Pennsylvania. Copies of the digest will 


be sent without charge, it is announced, 
upon application to the Falk Foundation, 
Farmers Bank Building, Pittsburgh. The 
digest covers the studies, “America’s Ca- 
pacity To Produce,” and “America’s Ca- 
pacity To Consume.” 


PUBLICATIONS NOTED 


Bureau of Business Research, Harvard 
Business School: “EXPENSES AND 
PROFITS OF VARIETY CHAINS IN 
1933” by Malcolm P. McNair, Professor of 
Marketing; “MANAGEMENT AND THE 
WORKER—TECHNICAL vs. SOCIAL 
ORGANIZATION IN AN INDUSTRIAL 
PLANT,” by F. J. Roethlisberger and W. 
J. Dickson. 





How to comply with the 


new law and conditions 


affecting the issuance and 
distribution of securities 


FEDERAL SECURITIES 
ACT PROCEDURE 


By J. K. LASSER, Certified Public Ac- 

countant, and J. A. GERARDI, Member 

of the Bar of the District of Columbia. 
388 pages, 6x 9, $4.00 





Do you know the full scope of the Securities Act—what it demands in compliance— 


how the director, officer, principal executive, and others, are affected? 


Here is a full, 


detailed treatment of the Securities Act, as amended, in all 





its aspects. 
SECURITY | 
ANALYSIS 


By Benjamin Graham, 
Investment Fund Man- 
ager, and David L. Dodd, 
Columbia University. 

A realistic treatment of 
security analysis, from 
the standpoint of the in- 
vestor who needs prac- 
tical rules and tools for 
the selection of securities. 

725 pages, 6 x 9 
charts and tables, $5.00 











It interprets the meaning of all parts of the 
Act—it gives definite instructions for complying with all 
of its provisions. 

Three chapters are devoted entirely to particularized 
discussion of the content of the registration statements, 
the audit necessary with respect to each of the items 
called for, and the procedure used in the compilation of 
all the data to be filed. 
and scope of the Act and Amendments, anaiysis of terms, 
powers of the commission and review by the courts, anal- 
ysis of rights 
criminal liability, etc. 


Other chapters cover history 


of purchasers, unlawful practices and 
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in a horse car 


.-. because each of our dictators 


gains 2 extra days each week!” 


(From Edison Records of the World's Business) 


The proof of Voice Writing benefits 
to Dictators surprised everyone in 
this company. The firm very readily 
agreed that Ediphone equipment 
would account for an increase of 
business capacity in the Steno- 
graphic Department. But the bene- 
fits to Dictators were to be proved. 

Installation of Ediphones 
showed these results: The gain in 
conversational speed amounted to 
7 hours a week—for each Dicta- 
tor. Getting action, any time, no 
waiting, accounted for another 10 
hours. Net result: two EXTRA days 


a week for in- 


creased business ( Protechn; 


capacity! 


Ediphone Voice Writing, in any 
office—large or small—is better 
for everyone. Dictators simply 
turn to their Pro-technic Ediphones, 
like telephoning, and talk. They 
think once ... write once... at 
once. There is no waiting for 
“dictation periods.’ More is ac- 
complished . . . with less effort 
- and business capacity in- 

creases accordingly. 
TELEPHONE THE EDIPHONE, 
YOUR CITY. An Edison man will 
show how Voice Writing will in- 
crease your company’s business 
capacity 201050%. 


mas OL Ecdinon., 
ORANGE, N.J. U.S.A 


Ediphone 


THE COMPLETELY ENCLOSED DICTATING MACHINE 





MEETINGSOFCONTROLS 
February 
| February 14: San Francisco Con- | 
| trol: Speaker, A. T. Saunders | 
of Balfour Guthrie & Company, | 
Ltd.; subject, ‘The Truth | 
about Industry.” | 
February 19: New York City Con- | 
trol: Speaker, W. A. Cooper | 
of Barrow Wade Guthrie & | 
Company ; subject, ‘Federal In- | 
come Taxes.”’ | 
| February 26: Boston Control: | 
| Speaker, State Tax Commis- | 
sioner Henry F. Long; subject, | 
“Massachusetts Taxation.” | 
| February 28: Philadelphia Con- | 
trol: Speaker, Major J. Calvin | 
Shumberger, National  Presi- | 
dent of Controllers Institute of 
America ; subject, “Management, | 
Controller, and Public Account- | 
ant Form Effective Triangle.” 


| March | 
| March 5: Pittsburgh Control: 


Speaker, B. K. Shanor; sub- 

ject, “Control Your Printing 

Expenses.” 
March 14: San Francisco Con- 

| trol: Speaker, H. W. Senter, 
treasurer of Pacific Coast Aggre- 
gates, Inc.; subject, ‘National 
Bankruptcy Act’’; Speaker, 
Emile Grossman, Oakland At- 
torney at Law; subject, ‘‘Pro- 
posed Tax Legislation for the 
State of California.’’ 

March 26: Chicago Control: 
Speaker, Homer Buckley, pres- | 
ident of Buckley, Dement & 
Company; subject, “The Con- 
troller’s Need of Salesmanship.” 

| March 27: Boston Control: 
Speaker, Earl Harding of Com- 
mittee for The Nation; subject, 
“Does Price Raising Mean In- 
flation ?”’ 

March 28: New York City Con- 
trol: Speaker, Thomas E. 
Shearer, of Prentice Hall, Inc. ; 
subject, “Old Age Pensions, 
and Unemployment Insurance.” 
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Here is a MODERN NEW YORK HOTEL 


that is not expensive! 


Thi 
montcLalk 


ST. 
LEXINGTON AVE. AT 49th 


THE NEW SMART CENTER OF NEW YORK 


800 Outside Rooms with Bath, Shower, Radio 
SINGLE from $2.50 DOUBLE from $3.50 


RESERVATIONS ARE RECOMMENDED 


Convenient to the places where smart, eager 
people want to go, the Hotel Montclair is well 
known and liked by New Yorkers themselves. 


Here is a good place to dine—to dance— 
to meet friends as well as to stop when coming 
from out-of-town. The leading Fifth Avenue 
shops, Radio City, and the Broadway Theatres 
are within walking distance. In bad weather, you 
can use the convenient buses for almost any 


place you want to go. 


The cost of the beautifully appointed, com- 
fortable rooms at the Montclair is indeed mod- 


erate for New York. 











CONFERENCE ON 
INSURANCE 


The American Management Association 
announces an insurance conference to be 
held at Chalfonte-Haddon Hall, Atlantic 
City, April 8 and 9, under the direction 
of J. Albert Robinson, vice-president in 
charge of the Insurance Division of the 
association. 





MEMBERSHIP IN 
CONTROLLERS 
INSTITUTE 


HE Controllers Institute of Amer- 

ica is a technical and professional 
organization, membership in which 1s 
open to controllers and to those per- 
forming the duties of a controller. 
even though they may have some other 
title, such as, vice-president, treasurer, 
assistant treasurer, or secretary. Dues 
are $25 a year. 

Whether a controller becomes a 
member of the Institute or not 1s 
burely a personal matter. Membership 
ts on an individual basis, and eligibility 
depends largely on personal qualtfica- 
tions—training, experience, education, 
nature of position held, degree of re- 
sponsibility, and whether the applicant 
is of controllership standing. Full in- 
formation on request. 














The Securities Exchange Act 


of 1934 


Analyzed and Explained 


By CHARLES H. MEYER 


. . he has had such extensive experl- 
ence in the stock exchange law that his inter- 
pretation 1s well worth noting.” 


Wall Street Journal. 


AT BOOKSTORES OR FROM 


THE PUBLISHERS 


FRANCIS EMORY FITCH, INC. 
138 Pearl Street 


New York City 


Net Price $2.50 




















International Card-Operating 
Counting, Sorting Machine 


Lend SPEED 
to the finding of FACTS 


Modern economic trends are placing new demands upon accountants 
and controllers. Facts and figures must be obtained with utmost speed and 
in all possible detail. The International Card-Operated Counting Sorter, 
shown above, brings efficiency and maximum speed to the securing of facts 
which modern accountants are frequently called upon to provide. 

This machine operates at a speed of 400 cards per minute. The counting 
mechanism is equipped with fifteen adding counters—one for each of the 
twelve conditions that can be recorded in a column, one for unpunched 
cards, one for sub-totals and one for grand totals. Recording dials are placed 
at eye-angle for maximum visibility. 

Statistical records required by federal and state governments are im- 
mediately available through the use of this machine. It greatly facilitates the 
obtaining of accurate personnel studies, market analyses and surveys. 

When you require accurate, analytical reports, more complete classifi- 
cations and greatest possible speed, it will pay you to investigate the advan- 
tages which IBM methods and machines now offer. Complete information 
on request. No obligation. 


INTERNATIONAL BUSINES). MACHINES CORPORATION 


General Offices, 270 Broadway IME Branch Offices in all Principal Cities 
New York, N. Y. of the World 























